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SUBJECT: Court Debt/Financial Corporation O fset/Corporation Definition/Bank
I nformation Reporting/ Bonds/Credit Election

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect department’ s suggestions previously submitted.

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

X FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED/AMENDED STILL APPLIES.
OTHER - See comments below.

SUWWARY OF AMENDMENT

The June 30, 1997, anmendnents accepted | anguage proposed by the departnent to
double-join this bill and SB 1234 (relating to conformty to federal entity
classification regulations) to avoid chaptering problens since both bills would
make changes to Bank and Corporation Tax Law Section 23038. The anmendnments al so
made granmati cal and m nor technical changes.

Except for the amendnents noted above and the Techni cal Consideration included
bel ow, the departnment’s anal yses of the bill as anended March 31, 1997,
April 21, 1997, and May 23, 1997, still apply.

SUWARY OF BILL

This bill, sponsored by the Franchi se Tax Board, would do the foll ow ng:

1. Allow the departnent to receive federal information return data regarding the
di scharge or cancell ation of indebtedness.

2. Create a reporting requirenent for payers of interest or dividends from bonds
i ssued by another state that are exenpt from federal taxation.

DEPARTMENTS THAT MAY BE AFFECTED:
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3.

10.

11.

12.

Allow the state or county to refer to the department for collection court-
ordered anmounts that are associated with court-ordered fines, penalties,
forfeitures or restitution orders. This provision also would allow
restitution orders due a victimto be referred to the departnment for
collection, but only if (1) the account is referred by a governnental entity
that has the authority to collect on behalf of the victim and (2) the

aut hori zed governnmental entity voluntarily agrees to refer the debt to the
departnent for collection and agrees to other adm nistrative duties relating
to account referrals and collection distributions.

Modi fy the definition of “corporation” to include banks, unless specifically
provi ded ot herw se; provide specific | anguage to exenpt banks from existing
provi sions of the Admi nistration of Franchise and |Incone Tax Laws and
Regul ati ons (AFITL) and the Bank and Corporation Tax Law (B&CTL) for which
intentional differences between the treatnment of corporations and banks is
clear, such as the corporation incone tax; and replace the phrase “bank or
corporation” with the term “corporation” throughout the B&CTL and the AFI TL.
The departnment’s policy of not applying Section 24411 to banks woul d be
reversed, allowi ng a foreign bank to pay exenpt dividends to a donestic

wat er’ s- edge taxpayer

Renove the el ection provision fromthe Los Angeles Revitalization Zone (LARZ)
sales or use tax credit, the Local Agency Mlitary Base Recovery Area
(LAMBRA) sales or use tax credit and the LAMBRA hiring credit and replace it
with a provision |imting the taxpayer to one credit.

Amend Chapter 952 of Statutes of 1996, which enacted SB 715, to reflect that its
provisions apply to taxable or incone years beginning on or after
January 1, 1997.

Repeal sections referring to offset provisions for personal property taxes or
| icense fees that are obsolete, and delete references to those sections
contained in other sections (B&CTL).

Del ete an obsolete reference that requires all apportioning taxpayers to
mai ntain specified i nformati on.

Change Section 19340 of the AFITL to reflect that when an overpaynment is
credited agai nst any amount due, any interest on that overpaynment also wl|
be credited agai nst any anobunt due. This provision also would include a
reference to “this part,” which is the AFITL.

Correct a reference to Section 19276 of the AFITL contained in the Business
and Prof essions Code and the I nsurance Code to reflect that section's
renunberi ng.

Del ete an unnecessary and redundant reference to Revenue and Taxati on Code
(R&TC) Section 23097.

State the intent of the Legislature to replace references to Standard
Industrial C assification Manual published by the United States O fice of
Managenent and Budget, 1987 edition, with code section references to the
North American Industry Classification System (NAICS), expected to be
publ i shed in 1997.

Techni cal Consi derati ons
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ly Bill 1040 (Assenbly Conmmittee On Revenue and Taxati on)
d June 30, 1997

A techni cal change proposed by Legislative Counsel in the June 30, 1997,

anmendment woul d insert the term*“full-tine” preceding the word “jobs” in
the LAMBRA net operating |oss provision that defines “taxpayer.” Because
the phase “full-time jobs” is not contained in any other existing LAVBRA

code sections, including it here could cause confusion. Anmendnent 1 would
renove this term



Anal yst Jeani Brent
Tel ephone # 845-3410
At t or ney Doug Bramhal

FRANCHI SE TAX BOARD S
PROPCSED AMENDMENTS TO AB 1040
As Anmended June 30, 1997

AMENDMENT 1

On page 151, line 11, strikeout “full-tinme”.



